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'FINANCIAL NEWS

. AND COMMENT

Credit Straln and Absorption
of High Grade Securities
by Careful Buyers.

EXPECT BROADER BUYING

Federal Reserve Banks in Sev-
eral Districts Reach Limit
of Lending Power,

By WILLIAM JUSTUN BOIES.

Although many explanations were
put, forth to explain the irregularity of
mcurity - prices Inst week, tha lack of
buylng power may be attributed to
rocognition of the fact that two-thirds
of the reserve banks had reached virtu.
ally the Umit of thelr lending power,
taking the 40 per cent. reserve ratlo
ns  the uatural Umit for such
opefations. Only the reserve banks of
Boaton, San Francieco, Cleveland and
Philndelphia showed a sufficiont margin
outside of that limit to enable them to
extend appreciably thelr rediscount facil-
Ities. Of all the roserve banks, the local
Institution reported the lowest reserve
figure, 39.2 per cent, which was not
murpriaing bechuss this market has had
to bear the brunt of the July. settloment
financing. In such a situation the hanka
were faturally disappointed to find that

market with a $200,000,000 Treasury
note Iswue because that appeal, com.
Ing so soon after the large June offering,
was unexpected, It emphasized the con-
Unued dependence of the Governmant
on the money market and indicated that
the Treasury demand for short term
Mnancing would have to be rpckoned
with during the period when the har.
vosting movement should bs under way,

Government and Danks,

Thoss developments and heavy with.
drawal of Government depoaits from
banks directed fresh attentlon to the
credit situation as the governing Influ-
ence in Investment affalrs. They showed
why It was that the syndicates were
proceeding  cautiousnly wbout bringing
out new loans, and why bankera found
it neoessary to discriminate sharply
between non-essentinl credits and those
needed to MAnance productive enters
prises. Not only this country but a
good portion of ths world Is trying to
borrow In this market at the moment
the Interior banks are making
hoavy demands on thelr loeal corre-
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jents as well us on the resarve
banks in the effort to finance the high.
est production charges that the ngrieul-
tural sections ever have _encountored.
Thoss demands are imperative and must
be met to keep the wheels of commerce
moving, since agriculture s the Lasie
which, llke (transportation,
must be malntained at high efficlency to
get nesded results. The Reserve Doard
Is belng Importuned by various Indus-
tries to show gpecial consideratisn dur-
Ing the marketing season when mer-
chandiss shipments are belng held up
evarywhers through the Inabllity of the
rillroads to handle the immense volume
of trafflc that the country Is producing.
The freight tieup has forced the hanks
to extend a large volume of lcans
which cannot be lquidated until the
merchandise on which they made those
loans be dellvered and sales comploted.

0dd Lot Bond Buyers.

Notwithgtanding those drawbacks,
however, the bond market I8 broadening
gradually in response to relnvestment
of the July dividend and interest funds,
That buying s not of the 1908 variety,
nor I It spirited enough to cause sensa-
tional price advances. But 1t Is intelli-
gent and discriminating, being based
on bellef that the turn In the bond
market I8 near at hand and that the
present bid for credit s atteactive
enbugh to Justify the employment of
savings in bonds and notes running ten
years or more. There has been quiet
absorption of bonds by ecareful investors,
some of whom have drawn on thelr sav-
Ings accounts, to purchase aafe secur-
Ities at pricea showing 734 or 8 per cent
returns, A large loan of that type was
absorbed recently by the public through
average sales of less than $2.750 each.
There Is more detalled work In dls-
tributing bonds in that way than there
in in making larger Individual salea to
millionaire buyers. But securities scat-
tered bromndcast through retall sales of
that order are apt to stay off the market
for years. Such wbsorption Is tha kind
that bankers prize most highly at a
time like the present.

Financing Reconstructlion.

A continuance of that kind of invest-
ment buying will go far to solve the
problem of the bond market because this
Government's particlpation In the world
war was financed by 20,000,000 little in-
vestora as well as by the 300,000 larger
buyers who constitutad the bond market
before the house to house canvasses
made every family in the United States
know what a Liberty bond looked like
It i that odd lot contingent that s the
malnstay of the bond market to-day be-
cause the men who ordinarily buy In
§10,000 or $100,000 blocks are devoting
thelr Income to running the Government,
which has made it necesaary for the
bond houses to b dlrectly for the
patronage of the thousands of small In-
vestors who usually deposit thelr save
Ings at 4 per cent, with the savinga
banks, Many savings bank depositors
have taken ndvantage of the opportunity
to obtain the larger Income derived
from bond Investments and others are
likely to follow suit. The movemant
will bo watched with Interest because
it s capable of Immenss enlargement,
as ths potential odd ot contingent
represents 89 per ocent. of the popula-
ton, Many thousamds of those little
inveators are earning more than they
ever earned before and are well able to
take a few 3500 bonds, notes or a few
shares of a safe preferred stock,

Broader Distributien.

The striking advance in the Belglan
and Bwiss bomds and firmness in some
other well known forelgn Isstes has
reflected a broader demand from small
buyers In varfous parts of the country.
Some Interfor banks are aiding In that
distribution and arrangements are un-
derway to strengthen that selling move-
ment and make It more of a factor in
the distribution of good securities among
bona fide investors, which would be an
Important mchievement because the 30,-
000 banks of the Unjted States have
been woefully neglectful of the bond
market and opportunities to place good
securities among the rank and fle of
American Investors. Thelr fallure to do
80 has been responsible largely for the
suocess of wildeat financing and enor-
mous sales of worthless securities by
adroit promotars who have operated ax-
tenaively In ths West and Bouth, within
the Inat year or two, , If the country
banks took a quarter of the trouble that
i those promoters have taken to place
thelr securitles with the public the
aggregate savings would have been suf-
flelent to finance many Industries that
are badly In need of capital at this time,
The lowa Dankers Assoclation has
waged a eampalgn against unscrupulous
promoters and has warned |ts members
not to have relations with bond sales-
men with whom they are not acqualinted,

Investment markets are likely to be

the Government was again in the money |4
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fnmummamuumnn.
road altuation in conmection with the

new wiage awards and the approaching
advance In frelght rates. One move
must follow the other, as it would be
Impossible for ratiroads to Increase thelir
payrolls without nahruuy enlarging
thelr oollections the publie. A
better buying of uﬂmd socurities hao
been based on the Judgment that the
Intarstate Cotnm Commisnfon would
deal generovaly with the roads (n the
maktter of the rate advanos and ihat
thelr Anances would be so

as to It easy for them to place
thelr seourities with the public.” The
transportation act of 1920 provides that
the Interstate Commerce Commission
ahall give the rouds frelght rates suf-
ficlont to enable them to earn 6% or
6 per cent. on their property Invest-
ments and that that Income ahall be
vouchsafed undar all conditions. Judge

Lovett In- pointed out, lwwom, that
the rate problem never can be wolved
so long as the raté making power fis
divided betweon the interstate Commerce
Commision and forty-elght Stats com-
mimions. But the new law, notwith-
standing Its defects, In the best that
the rallroads ever have had, and al-
though concelvably It would be possi-
ble for m State commission to reduce
passanger fares to two centa a mile
after Bsplember 1 the probability s
that the lessons of the war and the
presalng noed for adequate transportn
tlon facilitles will force Btate commia-
wlons to treat the roads fairly and not
to try to compel thom,to mell mervice
below coat.

Thers are good grounds for belleving
that the bond market I enm the up
grade aguin and that a broader lnvest-
ment Inquiry will develop during the
next fow monum Ru:ent flotations have

bean gonerally succesaful. and in cames
m which & borrower has appealed to
the public with a security of genuine
marit, the responmss has been for the
most part mtisfactory. There are ad-
ditlonal forelgn loars to be offered here
Iatér on and various rallroad and in-
dustrial corporations will announce new
offerings as soon as the markets are
L ready to take them, Bankers have been
careful not to congest the market, how-
over, and that polloy will be continued
to prevent a slut of . vidigested mecuri-
tien of the kind ssen during the rich
men's panie of seventeon years ago.
The average corporation loan of to-day
In Intrinsically stronger than the off.

Ings of thoss times when lndum"
managers wers feeling thelr way and
wére not sure how much working capital
would be required. Those weak pointa
have beon ellminated largely and, owing
to heartrendlpg experiences of the war
period corpontion managers have bun

no means has been relloved and orop
moving |s not at ita helght But lh:
heavy July engagements have been ml
sucoessfully and through umdlhu-
weedlng out of undesi esirable and non
emmantial loans the banks have mnd
themselves to finance more formida
noeds ahead.
——————
Modley Scoril Off for Eureps,

Medley Boovil, president of Medley
covil, Ing., advertising agents, HT
York, salled Thureday on the ('.)I!‘li'lFc
it i B gl

. Conn. ; .
Waterbury

t Beovil, and
ial:-“lrunmﬂlvmlnuall of Wuhlnm

D. €., were in the party, Thay will motor

liand,
hrough England, Scotland, Hol

| and lpl-ln.
Belgium, France, Pnrlut_ nd Bpain.
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gcrn of the New York, Philadelphia and Boston
Exchanges and those of our connections abroad
are at tf\e disposal of our clients.
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